Globalization, Corporation Social Responsibility, policy and law, and TPP, the
conversation between Backer and Professor Liao on these hot topics is intriguing and
thought provoking. Here is the edited audio transcript of the conversation for our
readers.

Conversation: Professor Larry Backer and Professor Liao shiping.

Editing, Translation: Shan Gao /& I

On Globalization:

one cannot understand

global regulatory
framework without
understanding of state.




Professor Liao:

| notice your research areas covers a wide range of topics, from corporation law, constitution

law into international affairs and globalization. What’s your approach, for example, for
corporate social responsibility?
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Professor Backer:

The construction of new global framework is significant impacts by the nature of the
state. One cannot understand the state, one cannot understand global regulatory
framework. The closer you look, you more you can see the necessity of the intimate
connection thereof.

Let me give you an example. In corporate social responsibility, The U.S. and EU
academics and practitioners are completely segregated. There are one group of
professionals treated this issues as an international law, and there are another group
treated it as a corporate law issue. You can see there is a parallel discussion on the same
issue with different angels. It is until very recently that they realize the connection.
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As for CSR, what | am trying to do is to theorize the way CSR could be harmonized with
the ruling party basic line, how it could be embedded with the planning that is being
developed for next stage of socialist modernization. The international CSR rules have
political roots in china’s own terms within the framework. There are strong foundations
for CSR within the ruling party’s line has been developed during the last 20 years. This
just transposing. Once you transposing that language, then function of objective of CSR
are very easy to transpose into Chinese context.
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On Law and Policy:

You need flexibility. But
you also need
foundation of rule of
law governance

Professor Liao:

There is an assumption that to follow the policy rather than law for corporation in China, your

insight? R E R EBEEBRBEENME , BNFAERF?



Professor Backer:

It is true that there are lots of changes when it comes to policy. The last thing you want
is to have a regime rigidly tied up to its past, especially when people progress. You need
flexibility. But you also need foundation of rule of law governance, the kind provide
flexibility, as long as it meets foundational objectives.
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The west prospective of the necessity to create a legal regime where the societal activity
are being regulated is not much different from the direction what Chinese political
culture trying to reach. To impose enterprise certain sets of responsibility that is for the
health of long term development.

AR LRANHRENEREEZELEARITEERSPEBGEAFTERN
ATAKRNER. ERBPURITHESRENTRANBRERARRBLEN,

Further, law is important. There is an increasing discourse in China. A modification or
development of the ruling party basic line, which requires all party cadres to fully and
faithfully obey the law. if you look in that perspective, a cadre who failed to do that may
violate the party discipline. Maybe provocative, this suggests a complex process of
reworking and re-inventing judicial system.

FEETNIARAZN , AHRATHAFRBERL A THLIETREEZRE. NX—A
EE K EREZEZENEATHERBEERXENCENAE. NEMEREE , XEH
MM SRR T —FhE R EH EHHE,



On TPP and China:

In the context of SOEs, the
difficulty is the seamlessly
between public and
private sector, which has
been rejected by other
countries

Professor Backer:

China can begin some considerations about TPP and especially SOEs issue after the TPP
been approved by U.S. congress. For Americans, SOE issue is a competition and subsidy
issue. China can look into the approach of EU for subsidy issue. It provides a normative
template. The EU has an adopt an appropriate for the relationship between state and
SOEs.
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Professor Liao:

There are dialogues between U.S. and China on TPP and China did look into EU. Chinese
government still have many concerns even with these approaches.
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Professor Backer:

You are correct. There are maybe two approaches helpful in the negotiation: Differential
standard and differential time table for conformity. #RUIZEIRIT, 1EIX b B PRk )
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Professor Liao:

Another issue is the coordination between different agencies with different concerns
that not being effectively conveyed during the dialogues.
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Professor Backer:

This is very true. TPP is massive. When TPP and TIPP coming in, it potentially shapes the
rule of global trade. My sense is that the tendency since 2006 or 2007 is to have
powerful states together to adopt consensus. The influential group is heavily involved



and no state want to lock out. It is a very interesting time that states decide to remain or
leave the club.

Professor Liao:

This is why the lawyer’s profession is very important in this context. Not only clear law, lawyer
also prefer ambiguous law because it make it possible for legal business.
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Professor Backer:

| agree. The law itself can be very clear but the application itself has always been in
ambiguity. It is the lawyer’s job to take the clear law and apply it into very messy
context. But well, lawyer want the law remain ambiguous in order to have some
flexibility. But it also interesting if you look at our history, which suggests that law
remains as a traditional but less effective means to regulate societal activities and
people are getting impatient for this.
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Professor Liao:

In terms of policy and law, that is why China would like to join things like WTO, so it provides
platform for communication. China could convey its concerns and thoughts to other nations
before the dispute end in international court.
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Professor Backer:

| agree with you about such communication, but even so there will come a point, the
understanding will only sharpen the knowledge of contradiction, and one has to come
to prepare that as well.

In the context of SOEs, the difficulty is the seamlessly between public and private sector,
which has been rejected by other countries. If it has been rejected in one context, it will
be foundation of another. In order to break the contradiction, one has to find a sets of
rules for equivalent. Neither U.S. nor China has reach to that point. Or either could find
alternative to adjust rules to find such equivalent.
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Professor Liao:

Things we need to put on the table before negotiation. China has been vigorously
making efforts try to find such equivalent by presenting ourselves.
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Professor Backer:

the problem of presentation on SOE here is: to expose, from the perspective of EU, you
expose advantage of the seamless relation between state and enterprise. This would be
a point that calls for negotiation. Otherwise, U.S. and China will go into circus that leads
nowhere because you will cover same ground. Thus, it might be necessary to preserve
them and isolate those advantages. The key is the cost and pricing of preserving such
advantage because the such advantage is the foundation of Chinese system. This
requires to find a pricing equivalent that U.S. could accept it as a waiver to our rules.
This is a difficult and sensitivity process that cannot distracted by popular passion as it
will be useless for the interest of both nations. That is why U.S. president get much heat.
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